NATIONAL COUNCIL OF SENIOR CITIZENS

QUESTIONS AND ANSWERS
ON SOCIAL SECURITY
1.

Will the~Social Security Trust Funds remain solvent?

Under current law, the Social Security Trust Funds are solvent for 35 years, but will
"go broke" in 2029 if appropriate measures are not taken. This is, of course, a cause for
concern, but not an immediate crisis or cause for alarm. Congress and the Administration
have sufficient. time to look at the available options and make choices which will ensure
that the Social Security Trust Funds are solvent for years to come and can provide our
current level of benefits for future generations.
According to the Social Security Board of Trustees, the Social Security Trust Funds
could be made solvent for sixty or more years through an increase of about one percent
in·the FICA tax for employers and workers. Though no one wants to see an increase in
taxes, not even a modest increase, the benefits of the Social Security program far
outweigh the burden of a relatively small tax increase. This is especially true when you
consider that, according to the Statistical Record of Older Americans, 1994, 50 percent
of today's elderly would be in poverty were it not for the Social Security program-not
including individuals below the age of 65 who are on disability or children receiving
survivors benefits.

2.

Has the Social Security program undergone changes in the past?

The Social Security program has been around since 193 5 and is no stranger to change.
The Social Security Trust Funds are constantly monitored by actuaries under the
supervision of the Social Security Board of Trustees to provide an analysis of the status
of the Funds. Public reports are issued annually. This has assisted former Presidents and
Members of Congress in making informed changes to meet the needs and circumstances
presented in our society throughout the history of the program.
For instance, in 1981 the National Commission on Social Security Reform was
appointed to find new solutions to the financing problems of Social Security and
Medicare. The Commission made its recommendations and Congress enacted these
reforms in 1983 . The changes addressed the problems that existed at the time and
strengthened the program-with huge reserves currently building because of the 1983
changes .
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Congress is currently considering its options with guidance from the Social Security
Trustees. This system has worked for almost 60 years and wi ll continue to serve the
needs of future . generations.
3.

Are the Social Security actuaries wrong-could the Social Security system
collapse sooner than 2029?

The projections of the Social Security actuaries depend on many factors, including
working popµlation , number and longevity of beneficiaries, birth rates, immigration,
economic growth and many more. Since each of these factors· is based on our best
estimates given past history, the opportunity for hidden factors to play a role is always
possible.
No system, public or private, could perfectly account for future events, but our current
system has proven to be highly reliable. Projections are given annually, allowing the
actuaries the opportunity to account for changes and allowing Congress and the President
the time to make adjustments in their solutions.
4.

Would individuals be served better under a privatized Social Security system?

Under privatization plans being discussed, funds-from the Social Security Trust Fund
would be diverted to private savings accounts, similar to 40 I (k) accounts, which
individuals would manage themselves. This practice could prove highly risky to the
majority of Americans who would be forced to invest in the private market whether they
wanted to or not, and would disproportionately benefit those participants, mostly higher
income, who have investment experience. It would subject the most basic retirement
security of virtually every American to the mercy of the private market.
5.

Does the Social Security program contribute to the deficit?

No. Three of the four Trust Funds, OASI (Old Age and Survivors Insurance), DI
(Disability Insurance) and HI (Medicare Part A), are paid totally by income from
employer and employee contributions, taxes on benefits and interest on the reserves
invested in government bonds. These funds in no way add to the deficit and pay for both
benefits and the administrative expenses of the programs.
The fourth Fund, Medicare Part B--expenses paid to doctors and other providers
under the Medicare program-is paid by a combination of money from the Treasury
General Fund (75 percent) and contributions from beneficiaries (25 percent).
6.

Is the Social Security system unfair to younger people?

No, everyone benefits from the Social Security system. Young people receive
protection against disability and the death of a parent or spouse and also relief from caring
for their parents as they grow older. Young people are also supporting a system that will
eventually provide for their own retirement.
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7.

S h o uld the govei u ,ne n t ru.ise the reti r ement age to ensur e the so lvency of the
Social Security program ?

No, the burden of an increased retirement age would be concentrated on those least
able to defer retirement-persons with disabling illnesses, those working in downsizing
industries, the unemployed and blue collar workers in arduous occupatio,ns. It would also
punish "early retirees," especially low- and moderate-income persons, or involuntary
retirees who are being increasingly forced from their jobs.
Increasing the retirement age would also be unfair to many racial · minorities, who
often have life spans of less than 70 years, by denying benefits which they have worked
all of their lives to obtain.
In addition, this would not be good public policy. It would merely shift the burden
from the retirement program to the disability program by increasing the incentive for
elderly workers with significant impairments to apply for disability rather than wait to
attain a more distant retirement.
Finally, it would undermine the already fragile confidence among the baby-boom
g~neration which expects full benefits by ages 65 or 66.
8.

Many editorial writers across the country have said that under current law
Social Security, Medicare, Medicaid and Federal retirement will consume
every dime the Federal government collects by the year 2030. Is this true,
and if so, what role will Social Security play in this scenario?

This statement, though based on current trends, masks the true causes of our growing
deficit. The Social Security program, including Medicare Part A, is completely funded
by contributions of beneficiaries. Federal Retirement is also largely funded by beneficiaries and has generally remained constant as a proportion of the budget.
The explosion in spending has generally come from Medicare Part B and the Medicaid
program-the real problem is out-of-control health care costs. The solution is "cost
control" of both the public and private market. Since Medicare has very strong cost
controls, the only way to truly lower the rate of health care spending is to slow the rate
of gro'Wth in the private market through comprehensive reform.

For more information, contact: Joe Ervin. Senior Policy Analyst, Department of
Public Affairs and Legislation, National Council of Senior Citizens , (202) 347-8800 or
(202) 624-9534.
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